(C) Costs common te services — Costs incurred in the provision of two or more services that do
not vary with changes in the relative proportions of the outputs of those services. Common
costs are not directly attributabile to any one service individually but only to a group of services
collectively. In the cvent a BNF is used in the provision of two or more services then the
volume insensitive cost of the BNF is a cost common to the services that use the BNF.
However, if the technological requirements for the provision of one service alter the least cost
technology choice for common BNFs or common facilities, then the increase in costs caused by
the requirements for more advanced technologies is not a common cost but a cost directly
attributable to the service that alters the least cost technology choice.

(6) Cost camsation principle — The principle that oaly those costs that are caused by an activity (such
as a network function, service, or group of services) in the long run are directly attributable to that
activity. Costs are caused by an activity, in the long run, if the costs are brought into existence as a
direct result of the activity.

(M Cost driver — A specific condition, under which a BNF is provided, whose change causes
significant and systematic changes in the cost of providing a BNF. For example, if the cost of
providing a Network Access Channel varies with the density and size of a wire center, then density
and size are cost drivers for that BNF.

(8) Cost of debt — The rate of interest paid on borrowed money.

(9) Cost of money — The weighted annual cost to the DCTU of the debt and equity capital invested in
the company.

(10) Dedicated and Switched Transport — The category of BNFs that provide for dedicated or shared
transmission transport between two or more DCTU switching offices or wire centers. This BNF
category consists of two subcategories of BNFs: Dedicated Transport and Switched Transport.

(A) Dedicated Tramsport. — The subcategory of BNFs that provide for full period, bandwidth
specific (¢.g., DS-0, DS-1, DS-3) interoffice transmission paths between the originating and
terminsting points of channel connection.

(11) Depreciation expenses — The charges based on the depreciation accrual rates designed to spread
the oost recovery of the property over its economic life.

(12) Expemses — Costs incurred in the provision of services that are expensed, rather than capitalized, in
accordance with the Uniform System of Acoounts applicable to the carrier.

(13) Group of services — A number of separstely tariffed services that share significant common costs
(as defined in paragraph (5) of this subsection) that are necessary and unique to the provision of
those services and are not directly attributable to any onc service individually. This term also refers
to a situation in which two or more groups of services are part of a larger group of services because
of significant common costs that are necessary and unigue to the provision of all the services in the
group but are not directly attributable to any one group or service individually.

(14) Least cost technolegy — The technology, or mix of technologies, that would be chosen in the long
run as the most ecoaomically efficient choice. The choice of least cost technologies, however, shall
(A) be restricted o technologics that are currently available on the market and for which veador

prices can be obtained;

(B) be comsistent with the Jevel of output necessary 1o satisfy current demand levels for all services
using the BNF in question; and

(C) be comsistent with overall network design and topology requirements.

(15) Long rem — A time period long enough to be consistent with the assumption that the company is in
the planning stage and all of its inputs are variable and avoidable.

(16) Loug run incremental cest (LRIC) — The change in total costs of the company of producing an
increment of output in the long run when the company uses least cost technology. The LRIC should
exclude any costs that, in the long run, are not brought into existence as a direct result of the
increment of output.

(17) Measure of unit cost — The messure of usage used to calculate unit cost for a particular BNF (for
example, a minute of use of a switching function, or a quarter mile of a DS-1 Network Access
Channel). The measure of unit costs may be multidimensional; for example, it may have both time
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and distance components. The measure of unit cost chosen for a BNF shall correspond to the basis

upon which the costs of that BNF are incurred.

(18) Network Access — The category of BNFs that accommodate access to other network functions
provided by DCTUs. Access is accomplished by transmission paths between customers and DCTU
wire centers. This category consists of three subcategories of BNFs: Network Access Channel;
Network Access Channel Connection; and Channel Performance and Other Features and Functions.
(A) Network Access (NA) Channel — The subcategory of BNFs that provide the transmission

path between the point of interface at the customer location and the main distribution frame, or
equivalent (e.g., DSX-1, DS§X-3), of a DCTU wire center.

(B) Netwerk Access (NA) Channel Connection — The subcategory of BNFs that provide the
interface betweon the Network Access Channel and the DCTU wire ceater switching
equipment, subsoquent dedicated transport equipment (dedicated interoffice circuits), or
subsequent channel equipment (dedicated intraoffice circuits).

(©) Channel Performance and Other Festures and Functions — The subcategory of BNFs that
provide the chamnel functions associsted with tramsmission or service type (c.g., amalog,
digital, coin, ISDN), bandwidth comversion, signaling, multiplexing, amplification, and
channe! performance.

(19) Sigmificant — For the purposes of this section, the qualifying term significant is used to refer to
instances in which costs or changes affect total study results by at least five percent. This general
guideline for when costs or changes are significant may be relaxed by considering the cumulative
effect of either including or excluding costs or changes from a study.

(20) Subcategories of BNFs — Groupings of closely related BNFs in a category of BNFs.

(21) Switching and Switch Functiens — The category of BNFs that provide for switched access between
two or more Network Access Chaanels or between Network Access Channels and other BNFs, such
as interoffice transport. This function is accomplished through the establishment of a temporary
transmission path between Network Access Channels in the same switching office; between a
between a Network Access Channel and other BNFs. This BNF category shall cover the first point
of switching for a customer. This BNF category consists of three subcategories of BNFs: Interoffice
Switching; Intraoffice Switching; and Switching Festures.

(A) Inteveffice Swinching — The subeategory of BNFs that provide for: switching between
Network Access Chaanels and Swiiched Transport ficilities which are conmected to different
wire centers; and switching between Network Access Channels and Switched Transport
facilitics when a tandems switch is used as the first point of interface to the DCTU switched
network (c.g, connection of facilities from an interexchange carrier's point of network
interface).

(B) Imtrasffice Switehing — The subcategory of BNFs that provide for switching between two or
more Network Access Chanaels within the same wire center.

(22) Unit cost — A cost per unit of output calcalated by dividing the total long run incremental cost of

production by the sotal number of units.

(23) Velume sengitive costs — The costs of providing a BNF that vary with the volume of output of the
services that use the BNF.

(24) Volume imscusitive costs — The costs of providing a BNF that do not vary with the volume of
output of the services that use the BNF.

(d) General principles.

(1) Underlying the comstruction and application of this section is the recognition that the DCTU
network consists of & finite number of BNFs that, when buadled in various combinations, can be
used to deliver and market a vast variety of telecommunications services. Therefore, the
determination of the cost of a service and the costs of a group of services under this section shall
involve the identification and costing of BNFs.
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(3) In order to obtain accurate LRIC study resuits, the DCTU shall avoid the use of embedded cost data;
expense items and capital costs shall reflect long rua incremental costs and the DCTU shall justify
gggsgﬁgﬁggkgggg
the Public Utility Regulaory Act of 1995, §3.210 or §3.211, should in no way cause the company to
attribute any of this cost discrepancy to LRIC studies for Zm. sexvices, or groups of services.

(4) The appropriatc metheds for service pricing and recovery of the revenue requirement will be
developed in the ralemaking proceeding mandated uader subsection (p) of this section.

(5) When a BNF is used in the provision of two or more services then the volume insensitive cost of the
BNF is a2 cost common to the services (as defined in subsection (c)SXC) of this section) that use the
BNF.

(6) When services share sigaificant common costs (as defined in subsection (c)(5)(C) of this section),
none of the common costs shall be included in the LRIC studies for the services individually;
recovery respongibility of these costs to the group of services collectively. Specifically, the
individual LRIC studies for residential and business basic local exchange service, as these services

are tariffied on the effective date of this section, shall exclude any volume insensitive costs associated
with the use of the Network Access Channel Basic Level (as defined in subsection (e)(1)(A) of this
gvggggggggﬁ-g subsection (e)}(2NA) of

included in the LRIC studies for groups individually; instead, the company shall identify which
groups share the common costs and assign the common cost recovery respoasibility of these costs to
these groups collectively
(8) Nothing in this section is intendied to either endorse or reject the DCTU’s current rate and tariff
structures.
Identification of Basic Network Functions. The DCTU shall identify for cach subcatogory of BNFs the
relevant and separately idestifiable BNFs. The determination of the appropriate degree of aggregation of
network components, functions, or activitics into separately identifiable BNFs shall be consistent with the
principles described in subsection (d) of this section. Furthermore, in choosing BNFs, the DCTU shall
seek t0 minimize the number of network components, functions, or activities that are not included in
BNFs. nggﬁggﬂgggﬁogggnﬂ

cach subcategory of BNFs the following prescribed BNFs:
(1) Required BNFs for subcategory Qiigﬁ ) Channel:
(A) NA Chaanel Besic Level: gggﬁi&ﬂ—oﬂg .544 Mbps digital
capability. This includes 300 to 3,000 Hz analog voice service.
(B) NA Channel DS-1 Level: A trangmission path which has 1.544 MBPS digital capebility.
(C) NA Channel P§-3 Level: A transmission path which has 45 MBPS digital capability.
(2) Reguired BNFs for sabcategory NA Channel Coanection:
(A) NA Chaanel Conncction Basic Level: An interface for channels which provide less then
uﬁg !Eg_& ?Egsng?us §m~§-—85.8
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(B) NA Chamnel Comnection DS-1 Level: An interface for 1.544 MBPS digital transmission
channels. This interface connects high capacity wideband transmission channels which
operate in a full duplex, time division (digital) multiplexing mode.

(C) NA Channel Commection DS-3 Level: An interface for 45 MBPS digital transmission
channels. This interface connects broadband transmission channels which operate in full
duplex, time division (digital) multiplexing mode.

Required BNFs for subcategery Channel Performance and Other Features and Functions:

(A) Standard signaiing and transmission level capabilities. Signaling and transmission level

ilities suitable for a wide variety of netwotk services and applications associated with the
BNF NA Channel Basic Level, as defined in paragraph (1)XA) of this subsection.

(B) Nouastandard signaling and transmissien level capabilities and other featwres, Signaling
and transmission level capabilities and other features and functions, other than those defined in
subparagraph (A) of this paragraph, such as high voltage protection, multiplexing, and
bridging. The company is encouraged to disaggregate this BNF into smaller BNFs that capture
the vaziety of features and functions availabile to customers.

Required BNFs for mbcategery Intereffice Switching: Inmteroffice Switching. The type of

switching that provides for: switching betweea Network Access Channels and Switched Transport

facilities which are connected to different wire centers; and switching between Network Access

Channels and Switched Transport facilities when a tandem switch is used as the first point of

interface to the switched network (¢.g., connection of facilities from an interexchange carrier’s point

of network interface).

Required BNFs for subcategory Intracffice Switching: Imtraoffice Switching. Switching

between two or more Network Access Channels served from the same wire center.

Required BNFs for subcategory Switching Features:

(A) Hunting Arrangements. An optional function available to customers with multiple local
exchange acoess lines in service.

(B) Custem Calling Features. Various optional features which provide added calling
coavenience.

(C) Central Office Autematic Call Distribution. The provision of call distribution as an
intogeated function of certain clectromic central offices equipped to provide this capability.
This function permits an ogqual distribution of a large volume of incoming calls to
predesignated groups of answering positions, referred to as agent positions.

(D) Cestral Office Based PBX-Type Functions. A business communications system furnished
from stored program control central offices that provides the equivalent of customer premiscs
PBX services theough the use of ccatral office hardware and software as well as through
network access facilities from the cestral office to the customer premises. Included in this
BNF shall be only hardware specific to this type of service, processor or memory usage
involved in special features for this type of service, and any software or software right to use
foes associsted with this type of service. This BNF should exclude any network functions that
arc alrendy identified as other BNFs.

Required BNFs for ssbeategary Dedicated Transport:

(A) Dedicated Tramsport Termination. An interface which provides for the transmission
conversions (¢.g., multiplexing) required between channel connection and dedicated transport

(B) Dedicated Tramsport Facility. The full period, bandwidth specific (e.g., DS-0, DS-1, and
DS-3), interoffice transmission paths established between two points of dedicated transport
termination.

Required BNFs for mbcategory Swiiched Transport:

(A) Switched Tramsport Termimation. An interface which provides for the transmisgion
conversion (¢.g., multiplexing) required between the switching function and switched transport

(B) Switched Tramsport Facility. The temporary interoffice transmission paths established
between two points of switched transport termination.
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(C) Switched Transport Tandem Switching. The intermediate points of switching used as an
econommic surrogate to direct routing of interoffice facilities in the provision of switched
transport.

Roquired BNFs for subcategery Billing and Collection: Billing and Collection. The function of

disbursing the bill and collecting the customer payments (this includes any collection activities

required for late payment or non-payment of billing amount due).

(10) Reguired BNFs for subcategory Measurement: Measurement. The function of assembling,

coliating and transmitting end office switch recorded call data (occurrence and duration).

(11) Reguired BNF's for subcategory Operator Services: Operator Services. The role of providing a

oumber of live or mechanized assistance functiouns to aid customers in the following ways: obtaining
customer telephone number, street address and ZIP code information (directory asgistance);
providing new telephone numbers or explanatory information to callers who dial numbers which
have been changed or discommected (intercepts); providing assistance to customers in completing
operator handled toll or local calls (collect, credit card, third party, station-to-station or person-to-
person); checking busy lines to make sure the line is not out of service (busy line verification); and
interrupting busy lines (busy line interruption). These Operator Services are provided to end user
customers as well as local exchange and interexchange carriers.

LRIC studies for individual BNFs.

The DCTU shall perform a LRIC study for each of the BNFs identified under subsection (¢) of this

section. The company shall perform the LRIC studies consistent with the principles described in
subsection (d) of this section. Additionally, the company shall use the following instructions in
determining the LRIC for imdividual BNFs.
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Relevaat increment of output. For the purposes of this subsection, the relevant increment of
output, as that term is weed in subsection (c)(16) of this section, shall be the level of output necessary
to satisfy total current demand levels for all services using the BNF in question. Adjustments to total
scrvice output may be made to refloct the presence of new services for which demand levels can

_demonstrably be anticipated to increase significantly over the course of six months.

Relating expenses t0 BNFs. The company shall avoid the use of embedded cost data and shall

determine expenacs consistent with the principles of long run incremental costing.

(A) Commen expeswes. Common expemscs that are not directly attributable, using the cost
causation principle, to the BNF shall be excluded.

(B) Nomrecarring cxpenses. The expenses of nonrecurring activities shall be separately
identified.

(C) Taxes. Any tax expenses not directly attributable, using the cost causation principle, shall be
excluded from the LRIC study for individual BNFs. Specifically, taxes associated with the
provision of services that use more than one BNF shall not be included in the BNF LRIC:s.

Least cost technology. LRIC studics shall assume the use of least cost technology. The choice of

least cost technologics, however, shall:

(A) be restricted to technologies that are currently available on the market and for which vendor
prices can be obtained;

(B) be consistent with the level of output necessary to satisfy current demand levels for all services
using the BNF in question; and

(C) be consistent with overall network design and topology requirements.

Netwerk topelogy. LRIC studies shall use the existing or planaed network topology.

Cost of meney. When the company uses the most recent commisgion approved rate of return for the

company, as that term is used in §23.21(c)(1) of this title (relating to Cost of Service) there will be a

presuaption of reasonablencss. The company shall justify the use of any other rate.

Rate of deprecistion. When the company uses the most recent commission approved rate of

deprecistion for the company there will be a presumption of reasonableness. The company shall

justify the use of any other rate.
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(7) Measure of unit cost. LRIC studies shall identify the appropriate measure of unit cost for a BNF
(c.g., minutes of use, access line). The measure of unit cost chosen for a BNF shall correspond to
the basis upon which the costs of the BNF are incurred. The measure of umit cost may be
multidimensional; for example, it may have both time and distance componeats. In identifying the
appropriate measure of unit cost, the company shall ignore the current rate structure for tariffed
services using the BNF.

(8) Determination of unit cost. Using the measure of unit cost identified under paragraph (7) of this
subsection, the company shall calculate unit cost for the BNF based on the assumption of full
capacity utilization of the BNF, which should allow for any spare capacity due to lumpy investments
or technical requirements, such as sparc capacity nceded for testing. The unit cost shall be
calculated based on the volume sensitive costs of the BNF and exclude all costs that are volume
insensitive (as those terms are defined in subsoctions (c)(23)-(24) of this section).

(9) Determination of volume inseasitive costs. The company shall calculate the volume insensitive
costs (as defined in subsoction (C)(24) of this section) for the BNF.

(10) Cost drivers. LRIC sdies shall identify and account for all relevant cost drivers. LRIC studies for
certain BNFs shall at a minimum account for the cost drivers specified below.

(A) Cost drivers for NA Channel Basic Level, NA Channel DS-1 Level, and NA Chaanel DS-3
Level. The LRICs for these BNFs shall systematically account for variations in costs caused by
variations in
(i) the density of a wire center;

(ii) the size of a wire center; and
(iii) the distance.

B) Cest drivers for NA Connection Basic Level, NA Connection DS-1 Level, and NA
Cennection DS-3 Level. The LRICs for these BNFs shall systematically account for
variations in costs caused by variations in
(i) the density of a wire center; and
(i) the size of a wire center.

(C) Cost drivers for Intracffice Switching and Interoffice Switching. The LRICs for these
BNFs shail systematically account for variations in costs caused by variations in
(i) the density of a wire center;

(ii) the size of a wire center; and
(iii) the time of day.

(D) Cost drivers for Dedicated Tramsport Facilities and Termination. The LRICs for these
BNFs shall systematically account for variations in costs caused by variations in
(i) the size of a wire center; and
(ii) the distance.

(E) Cost drivers for Switched Transport Facilities, Termination and Tandem Switching, The
LRICs for these BNFs shall systematically account for variations in costs caused by variations
in
(i) the size of a wire center;

(ii) the distance; and
(iii) time of day.

(@ Cost drivers for Meassrement. The LRIC for this BNF shall systematically account for
variations in costs caused by variations in
(i) the density of a wire center;

(ii) the size of a wire center,
(iii) the time of day; and
(iv) the duration of a call.

(G) Cost drivers for Operator Services. The LRIC for this BNF shall systematically account for

variations in costs caused by variations in the type of operator services calls.

() LRIC studies for tariffed services. The DCTU shall perform a LRIC study for each tariffed service,
except those services for which a waiver has been granted under the workplan approved under
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subsection (m) of this section. Each LRIC study for a tariffed service shall be calculated as the sum of the

costs caused by that & service's use of BNFs and any other service specific costs associated with functions

not identified as scparate BNFs, such as expenses of billing, service specific advertising and marketing,

and service specific taxes. Each LRIC study for a tariffed service shall be consistent with the principles
described in subsoction (d) of this soction. Additionally, the company shall use the following instructions
in detormining the LRIC for individual tariffed services:

(1) Mapping of BNFs and costs to tariffed services. The LRIC study shall identify the BNFs that are
used in the provision of the tariffed service; the long run incremental costs for the tariffed service
shall include the costs associated with this usage. The costs associated with the service's use of a
BNF shall be calculated as the product of the unit cost for the BNF (as determined under
subsection (£)(8) of this section) and the demand of the service for that BNF

(2) ldemtification of other costs. The LRIC study for an individual tariffed service shall include all
service specific costs ( expenses of billing, marketing, customer service or service specific taxes)
relsted to the provision of the service that are not included in the costs for the BNFs.

(3) Exciusion of commeon costs. The LRIC study for an individual tariffed service shall exclude any
costs thet are common costs (as defined in subsection (c)(5) of this section). Specifically, the
individual LRIC studies for resideatial and busincss besic local exchange service, as these services
are tarified on the effective date of this section, shall exclude any volume insensitive costs associated
with the use of the Network Access Channel Basic Level (as defined in subsection (e)(1)(A) of this
section) and Network Access Channel Connection Basic Level (as defined in subsection (€)(2)(A) of
this section).

(4) Relevant increment of output. For the purposes of this subsection, the relevant increment of
output, as that term is used in subsection (c)(16) of this section, shall be the level of output necessary

satisfy current demand levels for the service. Adjustments to total service output may be made to
reflect the presence of new services for which demand levels can demonstrably be anticipated
increase significantly over the course of six months.

(5) Relating cxpenses to services. The company shail avoid the use of embedded cost data and shall
determine expenses consistent with the principles of loag run incremental costing.

(A) Common expemses. Common expenses that are not directly attributable, using the cost
causstion principle, to the service shall be excluded.
(B) Nemrecurring cxpemses. The expemses of nonrecurring activitics shall be separately

(C) Tames. Any tax expenses not directly attributable, using the cost causation principle, shall be
excluded from the LRIC study for individual services.

(6) Least cest technolegy. LRIC studies shall assume the use of least cost technology. The choice of
least cost technologies, however, shall:

(A) be restricted to technologies that are currently available on the market and for w] vendo
prices can be obtained;

(B) be coasistent with the level of output necessary to satisfy current demand levels for all services
using the BNF in question; and

(C) be consistent with overall network design and topology requirements

(7) Network tepelogy. LRIC studies shall use the existing or planned network topology.

(8) Cost of mency. ?nﬂgﬁﬂﬁgggggﬂgnﬂﬁn
company, a8 that term is used in §23.21(c)(1) of this title (relating to Cost of Service) there will be a
presumption of reasonableness. The company shall justify the use of any other rate.

(9) Rate of depreciation. When the company uses the most recent commission approved rate of
depreciation for the company there will be a presumption of reasonableness. The company shall
Justify the use of any other rate

Identification of BNFs and groupe of services that share significant commen costs and calculation of

such commen ceste. The company shall identify all instances in which BNFs and groups of services

share significant common costs and calculate such common costs.
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Costs common to BNFs. The company shall identify and calculate for each subcategory of BNFs

and category of BNFs significant costs that are common to BNFs (as defined in subsection (c)(5XB)

of this section). Costs common to BNFs shall only be identified and calculated at the level of

subcategories of BNFs and/or categories of BNFs.

Costs common to groups of services. The company shall identify and calculate all significant

common costs and the groups of services that share those common costs (as defined in

subsection (c)(5)(C) of this section).

The calculation of common costs required under paragraphs (1)-(2) of this subsection shall be

consistent with the principles described in subsection (d) of this section and the instructions listed

below.

Relevant incremest of owtput. When common costs are computed for BNFs or services, the

relevant increment of output, as that term is used in subsection (c)(16) of this section, shall be the

level of output neoessary to satisfy current demand levels for the BNFs or the services. Adjustments

to total service output may be made to reflect the presence of new services for which demand levels

can demonstrably be aaticipated to increase sigaificantly over the course of six months.

Expemses. The compeny shall avoid the use of embedded cost data and shall determine expenses

consistent with the principles of Jong run incremental costing.

(A) Nomrecurring expemses. The cxpenses of nonrecurring activities shall be separately
identified.

(B) Tazes. Any tax expenses not directly attributable, using the cost causation principle, shall be
excluded from the cost studies for common costs.

Least cost technology. The studies shall assume the use of least cost technology. The choice of

least cost technologies, however, shall:

(A) be restricted to technologies that are currently available on the market and for which vendor
prices can be obtained;

(B) be consistent with the level of output necessary to satisfy current demand levels for the BNFs or
services in question; and

(C) be consistent with overall network design and topology requirements.

Network tepelogy. Cost studies shall use the existing or planned network topology.

Cost of mency. When the company uses the most recent commission approved rate of return for the

company, as that tevm is used in §23.21(c)(1) of this title (relating to Cost of Service) there will be a

presumption of reasonablencss. The company shall justify the use of any other rate.

Rate of depreciation. When the company uses the most recent commission approved rate of

depreciation for the company there will be a presumption of reasonableness. The company shall

justify the use of any other rate.

LRIC studies for groups of tariffed services that share significant common costs. The DCTU shall
perform a LRIC study for each group of services identified under subsection (h)(2) of this section. Each
group LRIC shail be caiculated as the sum of the LRICs (as determined under subsection (g) of this
section) for the services in the group and the common costs for those services (as identified under
subsection (h)(2) of this section). Each LRIC study shall be consistent with the principles described in
sobsection (d) of this section. Additionally, the company shall use the following instructions in
determining the LRIC for groups of services.

)

@

Relevant increment of output. When the LRIC is computed for a group of services, the relevant
increment of owtput, as that term is used in subsection (c)(16) of this section, shall be the level of
output necessary to satisfy current demand levels for the services in the group. Adjustments to total
service output may be made to reflect the presence of new services for which demand levels can
demonstrably be anticipated to increase significantly over the course of six months.

Relating espenses to groups of services. The company shall avoid the use of embedded cost data
and shall determine expenses coasistent with the principles of long run incremental costing.

(A) Common expemses. Common expenses that are not directly attributable, using the cost

causation principle, to the group of services shall be excluded.
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(B) Nomrecurring expenses. The expenses of nonrecurring activities shall be separately
identified.

(C) Tases. Any tax expenses not directly attributable, using the cost causation principle, shall be
excluded from the LRIC study for the group of services.

Least cost techmology. LRIC studies shall assume the use of least cost technology. The choice of

least cost technologies, however, shall:

(A) be restricted to technologies that are currently available on the market and for which vendor
prices can be obtained;

B) hmmﬁmwﬁmmmymwwmwlmhhwm
using the BNF in question; and

(C) be consistent with overall network design and topology requirements.

Netwerk topelegy. LRIC studies shall use the existing or planned network topology.

Cost of money. When the company uscs the most recent commission approved rate of return for the

company, as that term is used in §23.21(c)(1) of this title (relating to Cost of Service) there will be a

presumption of reasonsbiences. The company shall justify the use of any other rate.

Rate of depreciation. When the company uses the most recent commission approved rate of

depreciation for the company there will be a presumption of reasonablencss. The company shall

justify the use of any other rate.

Filiag requirements for DCTU provided workplas. Within 70 days of the effective date of this section,
the DCTU shall file with the commission and the Office of Public Utility Counsel (OPUC) a plan for
compliance with the provisions of this section. The workplan shall be consistent with the principles,
instroactions and requirements sct forth in this section and shall be reviewed in accordance with the
procedures established in subsection (m) of this section. The workplan submitted by the DCTU shall
include the following componeats.

0))

Identification of BNFs and cost methodology. The workplan submitted by the DCTU shall discuss
the BNFs idestifiod under this section and include a detailed discussion of the cost methodology the
DCTU proposes to use for the studies required under this section. Additionally, the workplan shall
meet the following requirements:

(A) List of BNFs. The workplan shall include a list of all BNFs that the DCTU has identified
pursaant 10 subsettion (¢) of this section.

(B) Additiensl BNPy. If the DCTU proposes to identify BNFs in addition to the BNFs identified
in subsection (e)(1)~(11) of this section, the workplan shall include a descriptiba of each of the
BN¥Fs thet the DCTU proposes to identify, and a discussion of why these BNFs should be
identified in addition to the BNFs identified in subsection (¢)(1)~(11) of this section.

(C) Definitions of BNFs. For each BNF identified under subsection (¢) of this section, the
workplan shall include, a precise definition of the BNF, including the points of demarcation in
the DCTU’s network between cach BNF and other BNFs.

(D) Diagrams. For each BNF identified under subsection (¢) of this section, the workplan shall
include a diagram that illustrates the BNF's role in the provision of DCTU services.

(E) Least cost tochnglegy chioices for BNFs. For cach BNF identified under subsection (¢) of this
section, the worliplan shall identify which technology or technologies (¢.g., fiber optic cable,
digital swisching systems) will be comsidered the least cost technology (as defined in
subsection (c)(14) of this section) for the BNF.

(F) ldomtificstion of investments. The workplan shall include a discussion of the methodology
that the DCTU proposcs to use in identifying investments associated with each of the BNFs
ideatified under subsoction (¢) of this section.

(G) Deta ssurees. For each BNF identified under subsection (¢) of this section, the workplan shall
inchule a discussion of the data sources to be used in developing the costs of the BNF.

(H) Service demand. For each BNF identified under subsection (¢) of this section, the workplan
shall include a discassion of the data sources to be used for service demand in developing the
costs of the BNF.
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(I) Automated cost models. The workplan shall include a description of any automated cost
models which the DCTU proposes to use in developing the cost of the BNF. For each such
automated cost model, the workplan shall provide a detailed deacription of the algorithm of the
cost model and demonstrate that the methodology of the cost model is consistent with the long
run incremental cost methodology described in this section.

() Feowcharts. For cach type of cost study required under this section, the workplan shall
include a detailed flowchart that identifies all models used in the study and the
interrelationships betwoen the inputs and outputs of the modeis.

(K) List of cest drivers. For cach BNF identified uader subsection (¢) of this section, the

shall idemtify the cost drivers that the DCTU has identified pursuant to
subsection (£)(10) of this section.

(L) Additienal cest drivers. If the DCTU proposes to identify and account for cost drivers in
addition to the cost drivers ideatified in subsection (f)(10)(A)(G) of this section, the workplan
shall include a description of each of the cost drivers that the DCTU proposes to use, and a
discussion of why these cost drivers should be used in addition to the cost drivers identified in
subsection (D)(10)(A)-(G) of this section.

(M) Loeading facters. The workpian shall include a discussion of the methodology that the DCTU
proposes to uee in identifying operating expenses, depreciation and taxes relating to each of the
BNFs identified uader subsection (¢) of this section.

(N) Categorization of BNFs. For cach BNF identified under subsection (¢) of this section, the
workplan shall identify the category and subcategory of BNFs (as defined in subsection (c) of
this section) under which the BNF is categorized.

(O) Mappiag frem BNFs to tariffed services. For each BNF identified under subsection (¢) of
this section, the workplan shall include a list of all tariffed services that use the BNF.

(P) Mathematical represeatation. The workplan shall include a formal mathematical statement
mmmMmomhmmnNFs,unﬂedmcu,mdywpsoﬂmﬁed
services. This statement shall translate the principles, instractions and requirements of this
section into the traditional mathematical terms used in the economic literature. Specifically,
the company shall include a mathematical statement that describes the functional relationship
betweea the long rua incremental costs for a tariffed service and a service's use of BNFs.

Identification of costs commen to BNFs. The workplan submitted by the DCTU shall identify

which BNFs share common costs and the sources of the common costs (as identified under

subsection (h)(1) of this soction).

Identification of gromps of services. The workplan submitted by the DCTU shall include a list of

all groups of services that the DCTU has identified pursuant to subsection (h)(2) of this section. The

list shail meet the following requirements:

(A) ldestification of services in groups. The list shall identify for each group the services that are
included in the group. When the group contains smaller groups of services, the smaller groups
that are included in the group shall be ideatified.

(B) ldentification of BNFs thet represent common costs. The list shall identify the BNFs that
represent the common costs for each group of services.

(C) ldentification of other common costs. The list shall identify other sources of common costs
for each growp of services (as identified under subsection (h)(2) of this section).

Prepesed schedule for completion and filing of cost studies. The workplan submitted by the

DCTU shall inciude a proposed completion and filing date for: the LRIC study for each BNF

identified under subsection (¢) of this section, including the required BNFs specified in

subsection (¢)(1)-(11) of this section; the LRIC study for each tariffed service offered by the DCTU;
and the LRIC study for each group of services identified under subsection (h) of this section. The
proposed schedule submitted by the DCTU shall meet the following requirements:

(A) I the schedule proposed by the DCTU would result in completion of any cost study later than
18 months following September 10, 1993, the DCTU should discuss in detail the reasons why
the cost study may not be completed within 18 months.
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study later than thirty months following September 10, 1993.
© ESE%SEUQEE!EEBSEE cost studies

relatively evenly over the course of the period of time allowed for completing the studies and
avoid, to the grestest degree possible, the filing of large quantities of studies at any one date.

(D) The schedule praposed by the DCTU shall not result in completion of any LRIC study for a
tariffed service before the completion of the LRIC studies for all the BNFs that are used in the
provision of the tariffed service

Protetype LRIC studies for BNFs, tariffed services, and groups of tariffed services. The

workplan shall provide prototype LRIC studics for BNFs, tariffed services, and groups of tariffed

services, to serve as models for the studies filed pursuant to this section. In devising the prototype

) Completeness. The prototype LRIC studies shall be structured to provide for all information

(e.g., inputs, outputs, assumptions) necessary to understand the studies and to reasonably verify
their accuracy.

(B) Consistency and efficiency. The company shall seek to organize the prototype studies in a
manner that clearly demonstrates the relationships and consistencics betwoen studies. To the
extent that 3 number of studies use automated models, standardized loading factors or other
standardized methods, the company shall propose a way of documenting these methods that
reduces unnecesanry duplication.

C) PC-based spreadshects and open algorithms. The company shall create the prototype studies
both on paper and on personal computer based electromic spreadsheets. designing the
personal computer based electronic spreadsheet versions the company shall seek to create an
open algorithm that can be used and modified by the commission staff and other users

Waiver requests.

(A) Waiver for required BNF. The workplan shall include a roquest for waiver if the company
finds that a required BNF specified in subsection (¢)(1)-(11) of this section is inappropriate for
its network. The waiver request shall be accompanied by a statement demonstrating why the
required BNF is inappropriate.

(B) Walver for required cost driver. ?%E%-gagﬂﬁo
igtugoal%ﬂoﬂa! subsection (f)(10)(A)<G) of this section

is inappropriate for its network. E.giécogl&ew a statement
(C) Whaiver for required LRIC stndies 3%%% The workplan shall

inciude requests for waivers for those services for which the company proposes to aot perform
a LRIC study.
(7) Propesal for the treatment of information designated as comfidential or proprietary. The

o be
models, algorithes, data) that the DCTU will designate as confidential and/or proprietary
Explenstion. For cach item identified in subparagraph (A) of this paragraph, an explanation
mupporting the DCTU’s designation of information as confidential and/or proprictary
C) Prepesal. The DCTU’s proposal for the treatment of information designated by the DCTU
confidential and/or proprietary that the DCTU will file pursuant to this section (¢.g., a
proposed protective agreement

EEO%%&EBSSQP ?Eﬁgnﬂ__ consisteat with the principles,
instructions, and requirements set forth in this section and shall be reviewed in accordance with the
procedures established in subsection (n) of this section. In acoordance with the workplan, and the waivers
therein, approved under subsection (m) of this section, the DCTU shall file LRIC studies for:
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cach BNF identified under subsection (¢) of this section and calculated under subsection (f) of this
section, including those that are specified as required BNFs under subsection (e)(1)<(11) of this
section;

costs common t0 BNFs as identified and calculated under subsection (h) of this section;

each tariffed services as calculated under subsection (g) of this section; and

cach groups of services identified under subsection (h) of this section and calculated under
subsection (i) of this section.

Requirements for subsequent filings of LRIC studies. The LRIC studies required by this subsection
shall be consistent with the principles, instructions and requirements set forth in this section and the
workplan approved in subsection (m) of this section and shall be reviewed in accordance with the
procedures established in subsection (n) of this section.

Oy
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Updated studles. Thirty-gix months after the effective date of the section, and every six months
thereafter, the DCTU shall file with the commission and OPUC updated versions of all filings, other
than the workplan, required under this section. The DCTU is not required to update its filings for
those studies where no significant changes have occurred.

Provisions for new BNFs. When significant technological or other changes occur that necessitate a
change in the definition of current BNFs or the identification of new BNFs, the DCTU shall file with
the commission and OPUC updated versions for all affected LRIC studies or new studies as

Sppropriate.

Provisions for new services. For cach application for a service filed pursuant to this title, the
DCTU shall file with the commission and OPUC a LRIC study for the service consistent with the
principles described in subsection (d) of this section and the specific requirements set forth in
subsection (g) of this section.

Unbundling of existing tariffed services. When an application filed pursuant to this title proposes
a service that previously had been bundled with other BNFs into a tariffed service, the DCTU shall
carefully reexamine the identification of groups of services that share significant common costs (as
required under subsoction (h) of this section). If the new service significantly changes the
identification of groups of services and the ideatification of common costs, the DCTU should update
all studies required uader this section that are affected by these changes.

Review process for DCTU workplan. A DCTU workplan considered under this section shall be
reviewed administratively t0 determine whether the DCTU’s workplan is consistent with the principles,
instructions and requirements get forth in this section.

)

@

Sufficiency. The woskplan shall be examined for sufficicacy. To be sufficient, the DCTU’s

workplan shall include the components required by subsection (j) of this section If the presiding

officer or the commigsion staff concludes that material deficiencies exist in the workplan, the DCTU
shall be notified within 15 days of the filing date of the specific deficiency in its workplan. The

DCTU shall have 1S days from the date it is notified of the deficiency to file a corrected workplan.

Time Schedule.

(A) No later than 60 days after the filing date of the sufficient workplan, any party that
demonstrates a justiciable interest may file with the presiding officer written comments or
recommendations concerning the workplan,

(B) No lawer than 70 days after the filing date of the sufficient workpian, OPUC may file with the
presiding officer written commeats or recommendations concerning the workplan.

(C) No later than 80 days after the filing date of the sufficient workplan, the commission staff shall
file with the presiding officer written comments or recommendations concerning the workplan.

(D) No later than 90 days after the filing date of the sufficient workplan, any party that
demonstrates a justiciable interest, OPUC, or the DCTU may file with the presiding officer a
written responde to the commission staff's recommendation.

(E) No later than 100 days after the filing date of the sufficient workplan, the presiding officer
shall complete an administrative review to determine whether the DCTU’s workplan is
consistent with the principles, instructions and requirements set forth in this section. The
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information to the DCTU. Three copies of all answers to such requests for information shall
provided within 15 days after receipt of the request by the DCTU to the commission staff, OPUC and
any party that demonstrates a justiciable interest.
Suspension. At any point within the first 60 days of the review process, the presiding officer, the
commission staff, OPUC, the DCTU, or any party that demonstrates a justicisble interest may
g‘ﬁlﬁi&!‘g?g? days. The presiding officer may grant a request

30

for suspension omly if he or she has determined that the party has demonstrated that good cause

exists for such suspension.

(5) Effective date of the DCTU’s workplan. The effective date of the DCTU's workplan shall be the
date it is approved by the presiding officer.

(n) Review process for LRIC stadies. A LRIC study comsidered under this section shall be reviewed
administratively to determine whether the DCTU’s LRIC study is comsistent with the principles,
instructions and requiremenits sct forth in this section.

(1) Sufficiency. The LRIC study shail be examined for sufficiency. To be sufficiest, the LRIC study
E§8E§§§§§Eé§§ga
of this section. ?ggaﬁgggggg
exist in the LRIC study, the DCTU shall be notified within 15 days of the filing date of the specific
deficiency in its LRIC study. The DCTU shall have 15 days from the date it is notified of the
deficiency to file a corrected LRIC study.

Time Schedule,

(A) No later than 45 days after the filing date of the sufficient LRIC study, any party that
g-%ié?iﬁﬁ%%éé
Eggﬁa;ﬁg

(B) No later than 535 days after the filing date of the sufficient LRIC study, OPUC may file with the
presiding officer writsen comments or recommendations concerning the LRIC study.

(C) No later then 65 days after the filing date of the sufficient LRIC study, the commission staff
shall file with the presiding officer written comments or recommendations concerning the
LRIC stady.

(D) No later than 75 days after the filing date of the sufficient LRIC study, any party that
demonstrates a justiciable interest, OPUC, or the DCTU may file with the presiding officer
%gsgggagg

(E) No later than 85 days after the filing date of the sufficient LRIC gﬁgg
shall complote an administrative review to determine whether the DCTU’s LRIC study i
consistent with the principles, instructions and requirements set forth in this section. The
presiding officer shall approve the LRIC study or order the DCTU to refile the LRIC study
incorporating all modifications recommended by the presiding officer.

() Any pmty may sppeal to the commission an administrative determination by a presiding officer
withia five days afier the date of notification of the determination. The commission shall rule
on the appeal within 30 days after the date it receives the appeal. RESBBES»

a to

for infermation to the DCTU ?%&Egsggﬁggx

and any party that demonstrates a justiciable interest.
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(4) Suspemsion. At any point within the first 45 days of the review process, the presiding officer, the
commission staff, OPUC, the DCTU, or any party that demonstrates a justiciable interest may
request that the review process be suspended for 30 days. The presiding officer may grant a request
for suspension only if he or she has determined that the party has demonstrated that good cause
exists for such suspension.

(5) Effective date of the LRIC study. The effective date of the LRIC study shall be the date it is
approved by the presiding officer.

(0) Notice requirements. At least ten days before a DCTU files any workplan or LRIC study pursuant to this
section, the DCTU shall file with the commission and OPUC a notice of its intent to file such workplan or
LRIC study and the expected filing date. The DCTU’s notice shall indicate that the filing is being made
pursuant to this section. The commission shall then publish notice of the DCTU’s intent to file the
workplan or LRIC study in the Texas Register.

(p) Pricing rule. Within 180 days of September 10, 1993, the commission shall initiste a rulemaking
proceeding to develop a pricing methodology for DCTU services that is consistent with the cost
information obtained under this section.
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